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GENERAL INFORMATION

Authority

Establishment of the
National Medicaid
Program

Federal: Title XIX of the Social Security Act, Public Law 89-97, as amended
State: Title 32.1, Chapter 10, Code of Virginia

Medicaid is a jointly funded cooperative venture between the federal and state governments for the purpose of providing
medical care for certain groups of low-income individuals who are aged, blind or disabled; members of families with
children; and pregnant women. Within frequently changing federal guidelines, each state designs and administers its own
program, a practice that creates substantial variation among state programs in terms of persons covered, types and scope
of benefits offered, and the amount of payments for services. The program was authorized as part of the Social Security
Act Amendments of 1965 and signed into law on July 30, 1965, by President Lyndon B. Johnson.

Medicaid grew out of and replaced two earlier programs of federal grants to states to provide medical care to low-income
persons. The first was a vendor payment program for welfare recipients, enacted in 1950, and the second was the Kerr-
Mills medical assistance program for the aged, enacted in 1960. Before 1950, welfare payments might include a small
amount nominally earmarked for medical expenses, but the payments were made to the recipient and could be used for
any purpose the recipient chose. The Social Security Amendments of 1950 provided federal matching funds for direct
state payments to medical care providers (or "vendors") on behalf of recipients of public assistance.

By 1965, improving medical coverage for the elderly had become a major congressional priority. Congress considered a
number of approaches, including a universal system based on Social Security, a voluntary program supported in part by
beneficiary premiums, and an expansion of the means-tested Kerr-Mills program for the low-income elderly only. What

was adopted in the Social Security Amendments of 1965 represented a combination of all three approaches.

Medicare hospital insurance (Part A) was a social insurance program covering nearly all of the elderly, while Medicare’s
supplementary medical insurance program (Part B) was a voluntary program. Both programs, however, could leave some
elderly beneficiaries exposed to substantial costs for premiums, deductibles, and coinsurance payments, as well as costs
for uncovered services. A third component, an expansion of Kerr-Mills to be called Medicaid was included in order to help
the low-income elderly meet these costs. At the same time, the new program would consolidate and simplify the other
existing federal efforts to provide medical assistance to the poor, the vendor payment programs for cash assistance
recipients. In addition, it would extend the Kerr-Mills concept of medical need to other populations, including families with
children, the blind, and the disabled.
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The new Medicaid program carried over two key features of its predecessors: (1) states were given substantial latitude to
design their own programs, so long as they met minimum federal standards and (2) coverage was largely confined to the
populations traditionally eligible for welfare--certain families with children (chiefly single-parent families) and the aged, blind
and disabled. States were free to provide medically needy coverage for higher income persons in the traditional welfare
categories.

Despite this flexibility, Medicaid was not expected to result in a dramatic expansion of coverage. Maximum new federal
expenditures, even if all states took full advantage of the new program, were projected to be $238 million per year above
those under the vendor payment/Kerr-Mills programs, which totaled $1.3 billion in 1965. In fact, the $238 million estimate
was exceeded in the first year of the program, although only six states had implemented programs. By 1998, Medicaid
provided health and long-term care coverage to approximately 31million low-income individuals--more than 1 in 10
Americans--at an estimated cost of $169 billion. As expenditures have grown, Medicaid has become a major budgetary
commitment for both the federal and state governments. The expenditure explosion is generally attributed to three factors:

Federally required legislative expansions, especially for pregnant women and children, have significantly increased the
number of persons receiving Medicaid benefits. In addition, the use of Medicaid as a safety net for the elderly and
disabled populations has had a substantial impact on costs.

The growth in the cost of medical care has outstripped the overall rate of inflation in recent years. The cost of medical
care in the general economy impinges upon the cost of medical care provided by the Medicaid program. Federal
standards regarding the "reasonableness" of payments to nursing homes and hospitals have contributed to the growth
in costs.

Payments to state facilities have increased as states took advantage of federal rules that permit coverage of certain
services that would be paid solely with state funds if federal participation were not available through Medicaid.

Being poor does not automatically qualify an individual for Medicaid. Only persons who fall into particular "categories"
such as people receiving cash assistance or low-income children and pregnant women are eligible. Although Medicaid
has increasingly been used to expand coverage to the low-income population, it covers only 55 percent of poor Americans.
Millions of uninsured low-income Americans are beyond the program's reach.



Program Financing

Federal Mandates
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Medicaid is an entitlement program. Entitlement programs provide benefits to all people or jurisdictions who are eligible to
receive benefits. Rather than being determined by the annual appropriation process, spending levels for entitlements are
determined by the number of persons who participate in the program and program benefit levels. Medicaid funds, however,
still come from federal general funds as there is no trust fund like that established for some other entitlement programs
such as Social Security and Part A of Medicare.

Medicaid services and associated administrative costs are jointly financed by the federal government and the states. The
Federal Medical Assistance Percentage (FMAP) is calculated annually for each state and determines the amount by
which the federal government will participate in the funding of that state's Medicaid program. The FMAP process is
designed to provide a higher federal matching rate to states with lower per capita incomes. No state may have a FMAP
lower than 50 percent or higher than 83 percent. The federal share of administrative costs is 50 percent for all states,
although higher rates are applicable for specific items.

Participating states are responsible for the nonfederal share of Medicaid payments. Like the federal government, states
usually rely on general funds for Medicaid spending.

Over the years the U.S. Congress has enacted a steady stream of mandates that has greatly expanded the Medicaid
Program beyond the scope envisioned by its founders. The most far-reaching of these began with the Deficit Reduction
Act of 1984, when Congress moved to expand Medicaid eligibility to increasing numbers of pregnant women and children
in order to reduce infant mortality and improve access to child health services. These changes allowed higher-income
persons to qualify for Medicaid and also partially severed the link between Medicaid and the cash assistance programs by
extending coverage to families that did not fit into traditional welfare categories. Other mandates focused on expanding
Medicaid coverage to low-income Medicare beneficiaries, the establishment of special eligibility rules for institutionalized
persons whose spouse remained in the community, the improvement of certain aspects of service coverage and the raising
of reimbursement levels.

A summary of the major federal Medicaid legislation is shown on the following pages.
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Major Medicaid Legislation, 1965 to Present

1965 4 | Social Security Amendments of 1965 (P.L. 89-97)
Established the Medicaid program.

1967 4| Social Security Amendments of 1967 (P.L. 90-248)

Limited financial standards for the medically needy.

Established the Early and Periodic Screening, Diagnostic and Treatment (EPSDT) program to improve child health.
Permitted Medicaid beneficiaries to use providers of their choice.

1971 4| Act of December 14, 1971 (P.L. 92-223)
Allowed states to cover services in intermediate care facilities (ICFs) and ICFs for the mentally retarded (ICF/MR).

1972 4| Social Security Amendments of 1972 (P.L. 92-603)
Repealed 1965 provision requiring states to move toward comprehensive Medicaid coverage.
Allowed states to cover care for beneficiaries under age 22 in psychiatric hospitals.

1977 4| Medicare-Medicaid Anti-Fraud and Abuse Amendments of 1977 (P.L. 95-142)
Established Medicaid Fraud Control Units.

1980 4 | Mental Health Systems Act (P.L. 96-398)
Required most states to develop a computerized Medicaid Management Information System (MMIS).

4| Omnibus Reconciliation Act of 1980 (P.L. 96-499)
Boren amendment permitted states to establish payment systems for nursing home care in lieu of Medicare’s rules.

1981 4| Omnibus Budget Reconciliation Act of 1981 (OBRA '88, P.L. 97-35)

Enacted three-year reductions in federal matching percentages for states whose spending exceeded growth targets.

Established section 1915(b) and 1915(c) waivers (freedom-of-choice and home and community-based services).

Extended the Boren amendment to inpatient hospital services.

Eliminated special penalties for noncompliance with EPSDT requirements and gave states with medically needy
programs broader authority to limit coverage.

4 | Deficit Reduction Act of 1984 (DEFRA, P.L. 98-369)
Eliminated categorical tests for certain pregnant women and young children.
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Major Medicaid Legislation, 1965 to Present--Continued

Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA, P.L. 99-272)
Extended coverage to all pregnant women meeting AFDC financial standards.

Omnibus Budget Reconciliation Act of 1986 (OBRA '86, P.L. 99-509)

Allowed coverage of pregnant women and young children with incomes up to 100 percent of poverty level, women
receive pregnancy-related services only.

Allowed Medicare buy-in for Qualified Medicare Beneficiaries (QMBs) with incomes up to 100 percent of poverty level
under certain resource constraints.

Required continuation of eligibility for infants and children if they are hospital inpatients when the age limit of
eligibility is reached.

Established a new mandatory categorically needy coverage group for severely impaired individuals under 65.

Allowed coverage of at-home respiratory care services.

Required provision of emergency services to aliens if otherwise eligible (financially and categorically).

Employment Opportunities for Disabled Americans Act of 1986 (P.L. 99-643)
Made permanent a previous demonstration program for disabled individuals who are able to engage in substantial
gainful activity.

Immigration Reform and Control Act of 1986 (P.L. 99-643)
Required provision of emergency services (including delivery) to newly legalized aliens if otherwise eligible and
full coverage for eligibles under 18 years of age.

Medicare and Medicaid Patient and Program Protection Act of 1987 (P.L. 100-93)
Strengthened authorities to sanction and exclude providers.

Omnibus Budget Reconciliation Act of 1987 (OBRA '87, P.L. 100-203)
Allowed coverage of pregnant women and infants with incomes up to 185 percent of poverty level.
Required pre-admission screening programs and annual resident reviews for mentally ill and retarded.
Strengthened OBRA '81 requirement that states provide additional payment to hospitals treating a disproportionate
share of low-income patients.
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Major Medicaid Legislation, 1965 to Present--Continued

Medicare Catastrophic Coverage Act of 1988 (MCCA, P.L. 100-360)
Mandated coverage of pregnant women and infants with incomes up to 100 percent of poverty level.
Mandated the OBRA '86 expanded coverage of low-income Medicare beneficiaries.
Established special eligibility rules for institutionalized persons whose spouse remained in the community to
prevent “spousal impoverishment”.

Family Support Act of 1988 (P.L. 100-485)
Extended work transition coverage for families losing AFDC because of increased earnings and expanded
coverage for two-parent families whose principal earner was unemployed (AFDC-U).

Omnibus Budget Reconciliation Act of 1989 (OBRA '89, P.L. 101-239)
Mandated coverage of pregnant women and children under age six with incomes up to 133 percent of poverty level.
Expanded EPSDT program requirements by mandating treatment to correct problems identified during an
EPSDT screening even if the treatment is not covered otherwise under the state’s Medicaid Plan.
Mandated coverage and full-cost reimbursement of federally qualified health centers (FQHCSs).

Omnibus Budget Reconciliation Act of 1990 (OBRA '90, P.L. 101-508)

Mandated phased in coverage of children ages six through 18 with incomes up to 100 percent of poverty level.

Mandated the OBRA '86 option of continuous eligibility through the postpartum period.

Extended period of presumptive eligibility before written applicants must be submitted (Presumptive
eligibility itself is optional).

Mandated coverage of low-income Medicare beneficiaries:
SLMBs with incomes up to 110 percent of poverty covered effective January 1, 1993; with incomes up to 120
percent of poverty covered effective January 1, 1995.

Established Medicaid prescription drug rebate program.

Mandated states to receive and process applications at convenient outreach sites.

Permitted states to provide home and community-based services to functionally disabled elderly and to provide
community-supported living arrangements to mentally retarded and developmentally disabled.

Medicaid Voluntary Contribution and Provider-Specific Tax Amendments of 1991 (P.L. 102-234)
Restricted use of provider donations and taxes as State share of Medicaid spending; limited disproportionate share
hospital payments.
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Major Medicaid Legislation, 1965 to Present--Continued

Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (Welfare Reform, P.L. 104-193))
Temporary Assistance for Needy Families (TANF):
Aid to Families with Dependent Children (AFDC) is replaced by Temporary Assistance for Needy Families (TANF), a

block grant to the states. States are given the flexibility to determine TANF eligibility criteria and the form and
extent of benefits with some restrictions.

States must continue Medicaid for:

Families losing TANF cash benefits because of income received from collection of spousal or child support
under federal support laws.

Minor mothers denied TANF cash because they do not live with a parent or certain other adult relatives.
Families losing eligibility due to increased hours of or earnings from employment.

States may elect to terminate Medicaid for individuals denied receipt of TANF cash assistance who fail to comply with
TANF work requirements. However, states may not terminate Medicaid for poverty-related groups and minor
children who are not the heads of households.

States with waivers of AFDC that affect Medicaid can choose to continue them after enactment indefinitely.
State-established medically needy income levels continue to be capped at 133 1/3 percent of AFDC, except AFDC
levels are based on those in effect on July 16, 1996, which may increase at state option, by as much as the

percentage increase in the CPI-U.

States are allowed to use one application form for assistance under Title IV-A and Medicaid assistance under Title XIX.
Aliens:

The Medicaid eligibility of all aliens is subject to specific limitations which is largely dependent on the alien's status as

defined in the Act, date of entry into the United States, length of stay and quarters of work. Only qualified aliens

are eligible for full Medicaid benefits. Certain other groups are no longer eligible for full Medicaid benefits, but are
eligible for treatment of an emergency medical condition. However, honorably discharged veterans and active duty
military, their spouses and children who are aliens lawfully residing in the state are eligible for full Medicaid benefits
regardless of length of stay or date of entry as long as all Medicaid eligibility requirements are met.

Health Insurance Portability and Accountability Act of 1996 (HIPAA) (P.L. 104-191)
Health Insurance Reform:

Title | of the Health Insurance Portability and Accountability Act of 1996 (HIPAA) protects health insurance coverage for
workers and their families when they change or lose their jobs.
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Major Medicaid Legislation, 1965 to Present--Continued

Health Insurance Portability and Accountability Act of 1996 (HIPAA) continued
Standards for Privacy of Individually Identifiable Health Information:

HHS published the final Privacy Rule on December 28, 2000. The final rule took effect on April 14, 2001. This rule
gives patients greater access to their own medical records and more control over how their personal health
information is used. The rule also addresses the obligations of health care providers and health plans to protect
health information. By law, covered entities include health plans, health care clearinghouses, and health care
providers who conduct certain financial and administrative transactions electronically have until April 14, 2003,
to comply. Small health plans have until April 14, 2004, to comply.

Transactions and Code Sets:

This rule adopts standards for eight electronic transactions and for code sets to be used in those transactions. It also
contains requirements concerning the use of these standards by health plans, health care clearinghouses, and
certain health care providers. The effective date of this rule is October 16, 2000. The compliance date for
transactions and code set is October 16,2002.

The use of these standard transactions and code sets will improve the Medicare and Medicaid programs and other
Federal health programs and private health programs, and the effectiveness and efficiency of the health care
industry in general, by simplifying the administration of the system and enabling the efficient electronic
transmission of certain health information. It implements some of the requirements of the Administrative
Simplification subtitle of the Health Insurance Portability and Accountability Act of 1996.

1997 4 | Balanced Budget Act of 1997 (P.L. 105-33)
Financing:
Repealed the Boren amendment requirement related to adequate payment for nursing home and hospital services and
replaced it with a requirement to publish proposed rates and methodology for public review and comment.
Allowed states the option of paying Medicare providers no more than the difference between the Medicare payment and
the state’s Medicaid rate for that service.
Eliminates over time the requirement that states pay 100% of reasonable costs for FQHCs and RHCs.
Establishes limits on federal matching funds for payments to hospitals entitled to disproportionate share adjustments.
Eligibility:
Offers states the option to guarantee eligibility for a child under 19 years for up to 12 months.
Offers states the option to use presumptive eligibility.
Requires states to pay for Medicare Part B premiums for individuals whose income is between 120% and 135% of the
federal poverty level and to pay for the difference between the old law and the new law Medicare Part B premiums
for individuals whose income is between 135% and 175% of the federal poverty level.
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Balanced Budget Act of 1997 (P.L. 105-33) continued
Managed Care:
Gives states the option of requiring managed care or primary care case management enroliment as part of the state
plan. Removes requirement to seek a waiver in specified circumstances.
Gives state Medicaid agencies authority to lock in enrollment in an HMO for 12 months.
Expands requirements related to the quality of services provided by a managed care entity.
Requires managed care plans to cover emergency services without regard to prior authorization and also includes the
“prudent layperson’s” definition of emergency services.
PACE (Program for All-inclusive Care for the Elderly):
Establishes PACE as a state plan option. PACE programs typically capitate all acute and long-term care services.
State Children’s Health Insurance Program:
Creates a new Title XXI, the state Children’s Health Insurance Program. This program gives states an enhanced match
to provide health insurance to children not eligible for Medicaid and with income under 200 percent of the federal
poverty level. States can design their own program within guidelines or expand Medicaid.
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Establishment of the In December 1965, the Governor's Advisory Committee on Medicare and Medicaid recommended that the Virginia

Virginia Medicaid Department of Health be designated as the single state agency responsible for administering the Virginia Medicaid

Program Program. The 1966 General Assembly authorized the State Health Commissioner to prepare and submit a plan for
medical assistance to the U.S. Department of Health, Education and Welfare (HEW), subject to approval of the State
Board of Health. The Virginia State Plan for Medical Assistance was approved by HEW in June 1969, and on July 1,
1969, the program was implemented on a state-wide basis.

Department of Administration of the program was separated from the Virginia Department of Health on March 1, 1985, when the
Medical Assistance Department of Medical Assistance Services (DMAS) was created and designated as the single state agency charged with
Services (DMAS) administering the Virginia State Plan for Medical Assistance. The agency has also been assigned responsibility for

administering additional indigent health care financing programs which are shown on the following page. DMAS is
responsible for integrating and coordinating these programs with other state and federal programs that provide health care
financial assistance. It also ensures that health care services are available to financially needy and medically indigent
individuals and makes prompt, appropriate and equitable payments for medical services after ensuring that all other
payment resources are exhausted. In addition, the agency ensures that services are medically necessary and of
acceptable quality and that services and payments are in compliance with state, federal and program regulations.

The agency’s current mission statement and values was adopted in 2002 and reads as follows:

Mission:

To provide a system of high quality comprehensive health services to qualifying Virginians and their families.

DMAS operates under the direction of the Director of Medical Assistance Services, who is appointed by the Governor and
reports to the Secretary of Health and Human Resources. Responsibility for maintaining the Virginia State Plan for
Medical Assistance rests with the Board of Medical Assistance Services, which directs the preparation and submission of
amendments to the Secretary of the United States Department of Health and Human Services, subject to approval of the
Governor. The Board consists of eleven residents of the Commonwealth appointed by the Governor, five who are health
care providers and six who are not. Members are appointed for four-year terms and no member is eligible to serve on the
Board for more than two full consecutive terms. The Director is the executive officer of the Board but is not a member.
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Health Care Programs Administered by
The Virginia Department of Medical Assistance Services

1985 u | Virginia Medicaid Program
DMAS was created and designated as the single state agency charged with administering the Virginia State Plan for Medical
Assistance.

1989 u | State/Local Hospitalization Program (SLH)

The General Assembly eliminated the voluntary program that had been established in 1944 and enacted a mandatory
statewide program. The new program requires all localities within the Commonwealth to participate and mandates a local
match, not to exceed 25% of the program benefit expenditures. Administration of the Program was transferred from the
localities and the Department of Social Services to DMAS.

1989 U | Indigent Health Care Trust Fund

The General Assembly created the Trust Fund effective 7-1-89 as a public/private partnership involving the state government
and private acute care hospitals in the state. The Fund’s purpose is to reimburse hospitals for the cost of that part of charity
care for which no payment is received and which is provided to any person whose annual family income is equal to or less
than 100 percent of the federal poverty level. Administration of the Program was assigned to DMAS.

1995 U | Health Premium Assistance Program for HIV-Positive Individuals

The General Assembly enacted a program to provide a health premium assistance program for HIV-positive individuals as
set forth in section 32.1-330.1 of the Code of Virginia. The program was initially funded with federal Ryan White Act funds, but
beginning in 1998 has been funded completely with General Funds. Administration of the Program was assigned to DMAS.

1996 U [ Involuntary Mental Commitments

Provision of medical services under the program was transferred from the Supreme Court to DMAS. The program provides
for reimbursement of services provided to non-Medicaid recipient’s incident to involuntary mental commitment detentions and
hearings.

1997 U | Regular Assisted Living Payments for Residents of Adult Homes

The General Assembly enacted a program to provide services in a licensed adult care residence (ACR) for auxiliary grant or
general relief adults who may have physical or mental impairments and require at least moderate assistance with two or
more activities of daily living (ADLs). (This is no longer a Medicaid program. State funds pay for services exclusively provided
to persons with dependencies in four or more ADLs.) Administration of the Program was assigned to DMAS.

1998 U V|rg|n|a Children’s Medical Security Insurance Plan (CMSIP)

The CMSIP Program was enacted to provide comprehensive health benefits to children through the age of 18 in families with
incomes under 185 percent of the federal poverty level who do not have any health insurance coverage but are not eligible for
Medicaid. The state and federal governments share in the costs of the program. Administration of the program was
assigned to DMAS.
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Health Care Programs Administered by
The Virginia Department of Medical Assistance Services
(continued)

2000 " | Family Access to Medical Insurance Security Plan (FAMIS)

- The FAMIS Program was enacted to replace the CMSIP program. It is designed to provide comprehensive health benefits to
children through the age of 18, in families with incomes at or below 200 percent of the federal poverty level who do not have
any health insurance coverage but are not eligible for Medicaid. FAMIS has enhanced benefits and contains an employer-
employee health insurance premium payment component. The state and federal governments share in the costs of the
program. Administration of the program was assigned to DMAS. FAMIS was approved by the federal health care agency
known as the led the Centers for Medicare and Medicaid Services (CMS), formerly called the Health Care Financing and
Administration (HCFA), in December 2000.

2001 - The FAMIS program was implemented and became operational along with the Central Processing Unit (CPU) on August
1, 2001. Most enrollees moved into managed care effective December 1, 2001. The twelve-month waiting period for
prior insurance was shortened to six months. Premiums for families with income greater than 150% FPL was
discontinued.

2002 “ | Children’s Health Insurance Program - FAMIS and Medicaid

- Medicaid coverage of children age 6-19 with family income between 100 — 133% FPL began September 1, 2002. This
expansion is funded by Title XXI though some children who do not qualify for Title XXI funding for reasons other than income
are now enrolled in Medicaid under this eligibility level. FAMIS eligible children were moved to Medicaid if income was within
stated limits. Effective September 1, 2002, a joint FAMIS/Medicaid application was developed and local social services
offices could again accept and determine eligibility for both programs. FAMIS case maintenance remained with the Central
Processing Unit. Additional changes were made to bring FAMIS and Medicaid policies into alignment.
2003

Children’s Health Insurance Program - FAMIS and Medicaid



2003 General Assembly mandated changes were implemented on August 1, 2003. 1) the new program name for
children enrolled in medically indigent Medicaid, “FAMIS Plus,” was introduced as part of the Children’s Health
Insurance umbrella program that consists of FAMIS and children’s Medicaid, 2) FAMIS eligibility is continued for 12
months and will be canceled before the annual renewal only if a child turns age 19, a child moves out of Virginia, the
family’s income increases to an amount that is over 200% FPL, or the DMAS insurance card is returned by the Post
Office and the family cannot be located; 3) the FAMIS 6-month “waiting period” for children whose private health
insurance was canceled was changed to 4 months; and 4) four community mental health services were added to the
FAMIS benefit package - Intensive In Home for Children/Adolescents, Crisis Intervention-Mental Health, Case
Management, Targeted Mental Health, and Day Treatment for Children.
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ELIGIBILITY FOR MEDICAID BENEFITS

General Description  Individuals originally became eligible for Medicaid because of their “categorical” relationship to two federal cash

of Eligibility assistance programs: Aid to Families with Dependent Children (AFDC) and Supplemental Security Income (SSI).
However, congressional mandates in the late 1980s and 1990s resulted in dramatic changes in Medicaid eligibility
provisions. Now, individuals in additional selected low-income groups are eligible for Medicaid solely on the
relationship of their incomes to the Federal Poverty Guidelines. New Federal Poverty Guidelines are published
annually in the Federal Register and become effective upon publication.

Medicaid is a means-tested program. Applicants’ income and other resources must be within program financial
standards, which vary from state-to-state, and different standards apply to different population groups within a
state. The Program does not cover everyone who is poor, but rather is available only to members of families with
children (often times only the children are covered) and pregnant women, and to persons who are aged, blind or
disabled. Persons not falling into those categories—such as single adults and childless couples under the age of
65—cannot qualify for Medicaid, no matter how low their income.

The Medicaid statute defines over 50 distinct population groups as potentially eligible, including those for which
coverage is mandated by the federal government and those that may be covered at state option. Despite the
complexity of Medicaid eligibility, most of the coverage categories fall into six basic groups:

1. Low income families with children who meet the eligibility requirements of the State’s July 16, 1996 AFDC
Plan.

2. Aged, Blind, or Disabled individuals with income below a state specified percentage of poverty.
Supplemental Security Income (SSI) recipients receive Medicaid automatically, in all but a few states. (See
209(b) option below.)

3. Low-income pregnant women and children who do not qualify for AFDC, either because their income is too
high or because they fail to meet the program’s categorical restrictions. Expansion of mandatory and optional
coverage for non-AFDC pregnant women and children was a major theme of federal Medicaid legislation in the
1980s.



Eligibility under
Virginia Medicaid

4. The medically needy, persons who do not meet the financial standards for cash assistance programs but
meet the categorical standards and have income and resources within special medically needy limits
established by the states. Persons whose incomes or resources are above the standards may qualify by
“spending down”, incurring medical bills that reduce their income and/or resources to the necessary levels.
Coverage of the medically needy is optional; 41 states and other jurisdictions cover at least some groups of
the medically needy.

5. Persons requiring institutional care. Special eligibility rules apply to persons receiving care in nursing
facilities (SNFs) or intermediate care facilities for the mentally retarded (ICF/MRs) or who are participating in
alternative community care programs for the aged and disabled. Many of these persons may have incomes
well above the poverty level but qualify for Medicaid because of the very high cost of their care.

6 Low-income Medicare beneficiaries. Medicaid pays required Medicare premiums, deductibles, and
coinsurance on behalf of low-income aged and disabled Medicare beneficiaries. (Coverage is restricted to
Medicare cost-sharing unless the beneficiary also qualifies for Medicaid in some other way.)

The Virginia Medicaid Program initially covered only the “categorically needy” who were required to be covered by
Federal law because of their relationship to categories of public assistance under the Social Security Act. On
January 1, 1970, six months after being implemented on a statewide basis, the program was expanded to include
certain benefits for individuals who are “Medically Needy”. Persons in this group are able to provide their food,
clothing and shelter, but in the view of the state, do not have sufficient funds to pay for their medical care. To be
eligible, the Medically Needy individual must also be blind, totally disabled, or 65 or older, or a dependent child
(categorically related). Their income may exceed basic public assistance standards, but must be less than the
medical assistance income levels established for the Medicaid Program.

The current eligibility categories and their relationship to public cash assistance programs are shown on the
following pages.
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Cash Assistance Program

Supplemental Security Income: A program
for the aged, blind and disabled who need cash
assistance to pay for food, clothing and shelter.
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MEDICAID ELIGIBILITY CATEGORIES IN VIRGINIA
AND THEIR RELATIONSHIP TO
PUBLIC CASH ASSISTANCE PROGRAMS

Medicaid Category

Aged: Individuals who are aged 65 and older.
Blind: Individuals who are statutorily blind.

Disabled: Individuals who are unable to perform any substantial gainful activity by
reasons of any medically determinable physical or mental impairment which can be
expected to result in death or which has lasted or can be expected to last for a
continuous period of not less than 12 months.

Qualified Medicare Beneficiary (QMB): An aged, blind or disabled individual who is
eligible for Medicare Part A and who meets the QMB income and resource limits.

Qualified Disabled and Working Individual: An individual who is entitled to enroll for
Part A Medicare, who is not otherwise eligible for Medicaid and who meets the QDWI
income and resource limits. These individuals are eligible for Medicaid payment of
Medicare Part A premiums only.

Qualified Severely Disabled Individual (QSDI): A disabled individual who received

Supplemental Security Income and Medicaid but who lost SSI because of increased

earnings from employment, and the Social Security Administration determined that the

individual:
Continues to have a disabling impairment;

- Would, except for earnings, continue to be eligible for SSI;

- Would be seriously inhibited from continuing or obtaining employment without
Medicaid benefits; and

- Whose earnings are not sufficient to allow him to provide for himself a reasonable
equivalent of the benefits under SSI, Medicaid and publicly funded attendant care
services that would be available to him in the absence of such earnings.



Cash Assistance Program
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Medicaid Category

Special Low Income Medicare Beneficiary (SLMB): Individuals who would be
Qualified Medicare Beneficiaries but for the fact that their income exceeds 100% but is
less than 120% of Federal Poverty Guidelines (effective January 1, 1995). These
individuals are eligible for Medicaid payment of Medicare Part B premiums only.

Qualified Individuals — Group 1 (QI-1): Individuals who would be Qualified Medicare
Beneficiaries but for the fact that their income exceeds 100% but is less than 135% of
Federal Poverty Guidelines (effective January 1, 1998). These individuals are eligible for
Medicaid payment of Medicare Part B premiums only. Coverage for this group is not an
entittement. Individuals must apply each year and are enrolled as long as funds are
available.

Qualified Individuals — Group 2 (QI-2): Individuals who would be Qualified Medicare
Beneficiaries but for the fact that their income exceeds 100% but is less than 175% of
Federal Poverty Guidelines (effective January 1, 1998). These individuals were eligible for
Medicaid payment of the portion of the Medicare Part B premium attributable to the cost
of transferring coverage of home health services to Medicare Part B from Medicare Part
A. Federal authority for this group expired and Medicaid coverage for this component
ended December 31, 2002.

Temporary Assistance for Needy Families
(TANF): The Personal Responsibility and Work
Opportunities Act of 1996 (P.L.104-193)
eliminated the Aid to Families with Dependent
Children (AFDC) cash assistance program.
AFDC was for families in which one or more
parents was absent, disabled or unemployed,
and the family needed cash assistance for
food, shelter, clothing and child care. Families
who met the AFDC eligibility criteria that were
in effect prior to TANF enactment, can be
eligible since Medicaid used the criteria of the
old AFDC program in determining eligibility.

Low Income Families with Children: Families with children who meet the eligibility
requirements of the state’s July 16, 1996 AFDC Plan.

Foster Care/Corrections Child: A child under age 21 in the custody of a public or
private child-caring agency or a child in the custody of the Department of Youth and
Family Services or a local court services unit who is not in secure detention.

Subsidized Adoptions Child: A child under age 21 for whom there is an adoption
subsidy agreement in effect. There are two types of adoption subsidy agreements: one
meeting the requirements of Title IV-E of the Social Security Act (mandated group) and
one which is funded by state and local funds (optional group).

Child Under Age 21 in a Nursing Facility: An individual who resides in a nursing
facility.
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Medicaid Category

Federal Poverty Level Groups: Individuals Pregnant Woman: A woman whose pregnancy is medically certified. Individuals in this

eligible for Medicaid because of the relationship  category continue eligibility until 60 days after the pregnancy is terminated.

of their income to the federal poverty guideline.
Indigent Child Under Age 6: Any child who meets both the age and financial eligibility
criteria. Virginia covers such children with incomes up to 133 percent of the federal
poverty level after the application of various income disregards. The child does not have
to be deprived of parental support or care.

Breast and Cervical Cancer Prevention and Treatment Act (BCCPTA): Any woman
with income up to 200% of the federal poverty level who has been screened and certified
as needing treatment for breast or cervical cancer (including pre-cancerous conditions)
by a medical provider operating under the Center for Disease Control and Prevention’s
(CDC) Breast and Cervical Cancer Early Detection Program (effective July 1, 2001).

Family Planning Services: Any woman who received pregnancy-related services on or
after October 1, 2002, paid for by Medicaid, who has countable income less than or
equal to 133% of the federal poverty level (effective October 1, 2002). Women in this
group only receive Medicaid coverage for family planning services.

Indigent Child Between Ages 6 and 19: A child who was born after September 30,
1973, and has attained 6 years of age but who has not attained 19 years of age. These
children need not be deprived of parental support or care. Virginia currently covers such
children with incomes up to 100 percent of the federal poverty level after the application of
various income disregards.

Auxiliary Grant (AG): A state and locally Aged: Individuals who are aged 65 and older.
funded program to assist with the cost of care
in a licensed Adult Living Facility. Blind: Individuals who are statutorily blind.

Disabled: Individuals who are unable to perform any substantial gainful activity by
reasons of any medically determinable physical or mental impairment which can be
expected to result in death or which has lasted or can be expected to last for a
continuous period of not less than 12 months.
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Resource Methodologies Resource methodologies are the ways in which various types of real and personal
property are evaluated to determine whether an applicant owns “countable” resource
equal to the resource standard. They are usually related to one of the federal cash
assistance programs, AFDC or SSI. States may choose to evaluate resources in the
same way as the federal programs or differently. They may impose more liberal
methodologies for treating resources, and for the aged, blind and disabled, may impose
more restrictive ones.

209(b) Option Section 209(b) of P.L. 92-603 (which subsequently became Section 1902(f) of the Social Security Act) gives
states the option of imposing more restrictive eligibility criteria on the aged, blind and disabled than the criteria
imposed by the Supplemental Security Income (SSI) program. The authority, given to the states in 1972 when
SSI was created in order to help those states whose eligibility criteria for the Aid to the Blind, Aid to the
Permanently and Totally Disabled and Aid to the Aged programs had been lower than the national eligibility
standards for the new SSI program, gave states the flexibility to set eligibility criteria no more restrictive than
those set by the state Medicaid program on January 1, 1972. This option provided an alternative to mandating
Medicaid eligibility for all SSI eligibles that would have resulted in additional expenditures of state funds for the
cost of Medicaid. Virginia is one of 12 states who currently exercise the option, the other states being
Connecticut, Hawaii, lllinois, Indiana, Minnesota, Missouri, New Hampshire, North Carolina, North Dakota, Ohio,
and Oklahoma.

A state may add or delete more restrictive criteria as its needs change without losing its 209(b) status. In
addition, a state may choose to cover all SSI eligible individuals. If it chooses to do so, it may contract with the
Social Security Administration under Section 1634 of the Social Security Act to determine Medicaid eligibility. In
this instance, the applicant for SSI does not have to file a separate application for Medicaid. The states, however,
have no input or control over the decisions of the Social Security Administration in designing eligibility criteria for
SSI, thereby reducing the state’s ability to anticipate or control additional Medicaid expenditures resulting from
SSI changes.



Eligibility
Determination

The 209(b) option has been used in Virginia to contain Medicaid expenditures in selected areas of eligibility
criteria when changes in the criteria for SSI would have caused large additional expenditures for Medicaid. The
more restrictive criteria have been concentrated on the manner in which resources are evaluated, with the criteria
discussed most often being the limit on the amount of exempted property contiguous to the applicant’s home.
SSI exempts the home and all contiguous property regardless of value; Virginia Medicaid exempts the home, the
lot on which it sits regardless of value, and up to $5,000 in additional contiguous property. Other more restrictive
criteria include: prohibiting presumptive eligibility or conditional eligibility; prohibiting presumptive disability;
counting the value of interests in undivided estates; and limiting the time a home is exempt for individuals in
nursing homes to six months from admission.

Eligibility for Medicaid assistance is generally determined by eligibility workers assigned to one of the local
Departments of Social Services throughout the Commonwealth under an inter-agency agreement between DMAS
and the Department of Social Services. Other eligibility is determined by the Departments of Rehabilitative
Services; Health; and Mental Health, Mental Retardation and Substance Abuse Services under support
agreements with DMAS.
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OVERVIEW OF THE VIRGINIA MEDICAID PROGRAM
SERVICES PROVIDED

Mandatory Services As with all state Medicaid programs, certain services provided by Virginia's program are mandated by the federal
government. These are:

Inpatient Hospital Services

Emergency Hospital Services

Outpatient Hospital Services

Nursing Facility Care

Rural Health Clinic Services

Federally Qualified Health Center Clinic Services

Laboratory and X-ray Services

Physician Services

Home Health Services: Nurse, Aide, Supplies and Treatment Services
Early and Periodic Screening, Diagnostic and Treatment Services (EPSDT)
Family Planning Services and Supplies

Nurse-Midwife Services

Medicare Premiums: Hospital Insurance (Part A)

Medicare Premiums: Supplemental Medical Insurance (Part B) for the Categorically Needy
Transportation Services

Optional Services In addition to the federally-mandated services categories set forth above, Virginia has elected to provide services in
That Are Provided the following major optional categories:

Other Clinic Services (i.e., services provided by rehabilitation agencies, ambulatory surgical centers, renal
dialysis clinics and local health departments)

Skilled Nursing Facility Services for Persons Under 21 Years of Age

Podiatrist Services

Optometrist Services

Clinical Psychologist Services

Certified Pediatric Nurse and Family Nurse Practitioner Services

Home Health Services: Physical Therapy, Occupational Therapy and Speech Therapy
Dental Services for Individuals Under 21 Years of Age

Physical Therapy and Related Services

Prescribed Drugs

Case Management Services

Prosthetic Devices
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Optional Services - Mental Health Services, including intensive in-home services for children and adolescents, therapeutic day
That Are Provided treatment for children and adolescents, day treatment/partial hospitalization, psychosocial rehabilitation,
(Continued) crisis intervention and case management

Community Mental Retardation Services, including day health rehabilitation services and case management
Mental Health Clinic Services

Intermediate Care Facility - Mental Retardation Services

Home and Community-Based Care Waiver Services, including personal care services, adult day health care
services, respite care services, private duty nursing services, case management services, mental retardation
services, and services for the developmentally disabled.

Hospice Services

Medicare Premiums: Supplemental Medical Insurance (Part B) for the Medically Needy

Optional Services The services listed below are generally not covered under Virginia's State Plan. Circumstances of partial coverage
That Are Not are noted. In addition, any of the non-covered services may be covered for children under age 21 if the need for
Provided the treatment is identified through an EPSDT screening.

Chiropractor Services: Services are covered for QMBSs, co-insurance and deductibles only.

Private Duty Nursing Services: Services are covered only for technology-assisted children and individuals with
AIDS/ARC under the appropriate waiver.

Dentures

Diagnostic Services: Services may be covered when part of another service.

Screening Services: Mammograms are covered for women over age 35.

Preventive Services: Services are covered for children under EPSDT.

Inpatient Psychiatric Facility Services for Children Under Age 21: Services may be obtained under EPSDT.
Ambulatory Prenatal Care for Pregnant Women Furnished During a Presumptive Eligibility Period by a
Qualified Provider: Services to this group are offered once ongoing eligibility is established.

Respiratory Care Services: Home respiratory equipment is covered under DME.

Personal Care Services: Services are covered under a waiver.

Cosmetic Procedures

Experimental Procedures or Treatment

Description of The services covered by Virginia Medicaid are described in detail on the following pages.
Individual Covered
Services
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Inpatient Hospital Services: Acute care services that are ordinarily furnished to an individual in an inpatient hospital setting for the care and

treatment of a condition or disease.

Date Services First Covered: 1969

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Medically Needy patients
65 or over in institutions
for mental disease.
Surgery when procedure
can be done on an
outpatient basis unless
medically justified.
Organ transplants except
for liver, heart, lungs,
kidneys, corneas, bone
marrow/stem cell for
breast cancer, myeloma
lymphoma, and
leukemia and non-
experimental transplants
as required under
EPSDT.

Private duty nursing.
Alcohol and drug
rehabilitation.

Any services not
medically necessary to
treat a disease or
condition.

21-day cap on length-of-
stay for adults for those
services not governed
under a prospective,
case-based payment
methodology (i.e.,
Diagnosis-Related
Group).

Categorically and
Medically Needy adult
recipients must pay $100
directly to the hospital for
each non-emergency
admission, except for
overnight admissions for
renal dialysis.

No co-payment is
required for children,
pregnancy-related
services, emergency
services or for individuals
receiving long-term care
services.

All transplants except
corneas and kidneys.

All inpatient
hospitalization, except
those individuals that are
determined eligible for
emergency services for
non-resident aliens.

Reimbursement rates for
most inpatient services
based on a Diagnosis
Related Groups (DRG)
methodology.

Transition period
established.

DRG system will be
recalibrated (evaluation
and adjustment of
weights assigned to
cases) and rebased
(review and updating as
appropriate of the cost
basis on which the base
rate is developed) at
least every other year.
As regulations to
implement the new
reimbursement
methodology are
developed, DMAS will
consult with affected
provider groups in
accordance with ltem
322 of Chapter 912 (the
Appropriations Act). (See
note.)

Note: Chapter 912 also requires the DMAS Director to appoint a Medicaid Hospital Payment Policy Advisory Council to develop recommendations to the Board
of Medical Assistance Services on such issues as: update/inflation factors, incorporation of capital and medical education costs, rebasing/recalibration
mechanisms, and timing/final design of outpatient prospective payment systems. The Advisory Council shall include four hospital/health system
representatives nominated by the Virginia Hospital and Healthcare Association, two senior Department staff, and one representative each from the Department

of Planning and Budget and the Joint Commission on Health Care.
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Outpatient Hospital Services: Diagnostic, therapeutic, rehabilitative or palliative services provided in an outpatient hospital setting and ordered and
provided under the direction of a physician or dentist.

Date Services First Covered: 1969

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Routine physicals and
immunizations if patient
is over 21.

Telephone
consultations.

Artificial insemination or
in-vitro fertilization.
Services not provided
under the direction of a
physician or dentist,
except for nurse-midwife
services.

Categorically and
Medically Needy adult
recipients must pay
$3.00 directly to the
hospital for each non-
emergency outpatient
visit.

No co-payment is
required from Medicaid
recipients who are under
21 years of age,
recipients who are
seeking treatment for
pregnancy-related
services, and recipients
who are seeking
emergency treatment.

Qutpatient services are
reimbursed on a cost-
based retrospective
method of payment.
Adoption of an
Ambulatory Patient
Groups (APG)
methodology will occur
sometime in the future.
Chapter 912 requires the
Medicaid Hospital
Payment Policy Advisory
Council to develop
recommendation for the
Board of Medical
Assistance Services
regarding the timing/final
design of outpatient
prospective payment
services.
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Physician Services: Services provided to a client by or under the supervision of a physician within the scope of medicine, osteopathy or psychiatry.

Date Services First Covered: 1969

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Elective surgery not
medically necessary to
restore or materially
improve a body function.
Elective surgery that has
not been pre-authorized.
Cosmetic surgery not
required for
psychological reasons.
Cosmetic surgery that
has not been pre-
authorized.
Experimental
procedures.

Transplant surgery
except for heart, lung,
liver, kidneys, corneas,
bone marrow/ stem cell
for breast cancer,
lymphoma, myeloma
and leukemia and those
required under the
EPSDT program.
Inpatient surgery that
could be performed on
an outpatient basis.
Routine physicals and
immunizations not
covered under EPSDT.

Individual psychotherapy
limited to 5 sessions
without pre-authorization.
Psychiatric sessions
cannot exceed 3 within 7
days.

Comprehensive office
visits limited to 1
annually.

Extended office visits
limited to 1 annually.
Pap smears limited to 1
every 6 months.

House calls limited to
patients who are
bedridden and for whom
a trip to a physician's
office is inadvisable.
Nursing home visits
limited to 1 per month.
Sterilizations limited to
those over 21 years of
age, who are mentally
competent and who give
advanced informed
consent.

Surgery for morbid
obesity under limited
conditions.

Categorically and
Medically Needy adult
recipients must pay
$1.00 directly to the
physician for each office
visit for non-emergency
treatment.

Categorically and
Medically Needy adult
recipients must pay
$3.00 directly to the
physician for each
inpatient hospital visit.
No co-payment is
required for children,
pregnancy-related
services, emergency
services, individuals who
are residents of hospice,
nursing homes, ICF for
mentally retarded, or
mental hospitals.

Elective surgery.
Cosmetic surgery.
Individual psychotherapy
above 5 sessions.
Individual consideration
may be requested if the
physician feels that there

is medical justification for

coverage differing from
that set forth in the
exclusions.

Procedure Codes listed
for prior authorization in
Chapter IV of Physician’s
Provider Manual.

Fee-for-service
reimbursement.
Payment is based on the
lower of the program's
fee schedule or actual
charge.

Organ transplants
(except for corneas and
kidneys) reimbursed at
the actual facility charges
if less than flat fee or
percentage of charges
specific to the type of
transplant. Whichever is
greater.
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Nursing Facility Services: Services provided by a nursing facility to a client who needs care on a daily basis. Persons seeking admission to a
nursing facility are screened by Medicaid to determine the medical need or the potential for placement in an alternative community-based care
program. While the number of nursing facility days is not limited, a patient's condition is reviewed periodically to determine the continuing need and
appropriate level of care. Effective October 1, 1990, the classifications for the two levels of care in nursing facilities (skilled and intermediate) were
eliminated by the Omnibus Budget Reconciliation Act of 1987, and nursing facility care was made a mandatory service. In July 2002, DMAS
implemented a revised methodology entitled "Resource Utilization Groups" or RUGS for reimbursing providers of nursing facility care. RUGS is a
patient-based methodology which links a nursing facility's per diem rate for direct patient care operating expenses to the intensity of services required
by a nursing facility's patient mix. DMAS also reimburses nursing facility providers, who have an additional provider agreement, for specialized care
services. The specialized care program is designed to include those recipients with very specific and complex medical and nursing needs. The
services covered under the specialized care program include the following categories: ventilator ,complex care, and intensive rehabilitation; though
complex care and intensive rehabilitation are now limited to children residing in nursing facilities. This program is designed to serve as a step down
from acute care services.

Date Services First Covered: 1969. Coverage of Nursing Facility Services was not mandated by the federal government until October 1, 1990. Skilled
Nursing Facility Services for persons under 21 years of age are non-mandated services, but are covered by Virginia except for patients in institutions
for mental diseases.

Exclusions From Coverage Limits On Coverage Patient Payment Required Required Pre-Authorization Reimbursement Method

All patients under age 65
in institutions for mental
diseases.

Medically Needy patients
65 or older in institutions
for mental diseases.

Payment may be made
for reserving a bed for a
nursing home patient for
up to 18 days per year for
temporary leaves of
absence for any reason
other than an inpatient
hospital admission.
Access to return from
hospital admissions is
guaranteed.

Patient payment to
nursing home of all
monthly income after a
personal allowance and
other allowable
deductions are
subtracted. Medicaid will
pay the remainder of
allowable costs up to the
maximum limit.

Admission must be
approved by a local
Health Department
Nursing Home Pre-
Admission Screening
Committee in
conjunction with the local
Department of Social
Services, or Hospital
Nursing Home Pre-
Admission Screening
Committee (if the
recipient is hospitalized).

A prospective rate for
operating costs is
determined for each
facility in accordance with
Medicaid reimbursement
principles. Allowable
direct and indirect
operating costs are
limited by ceilings and
charges. Allowable
direct costs and
operating cost ceilings
are adjusted by the
facility's case-mix index
(CMI) for its patients (see
above).

A prospective rate is also
determined for allowable
plant costs (depreciation,
interest, debt financing,
rent and lease costs,




etc.) in accordance with
Medicaid reimbursement
principles.




Date Services First Covered: 1969.
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Home Health Services: Health care and/or short term services provided to clients in their residences under a plan of treatment written by the
patient's attending physician. Services may include nursing care (mandated), physical therapy (optional), occupational therapy (optional) and speech-
language pathology (optional) services. Durable medical equipment and supplies (mandated) are available to home health recipients based upon a
physician's plan of care.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Duplicative home health
aide.

Medical social services.
Services and items not
covered for inpatient
treatment.

Food service.
Domestic/housekeeping
services unrelated to
care.

Custodial care.
Cosmetic surgery related
services.

Certain supplies and
equipment.

Skilled nursing visits
limited to 32 per year.
Extensions may be
granted if medically
necessary.

Home health aide visits
limited to 5 per year
without pre-authorization.
No extensions permitted.
Physical therapy,
occupational therapy and
speech therapy limited to
5 visits per year without
prior authorization.
Extensions may be
granted if medically
necessary.

Categorically Needy and
Medically Needy
recipients pay a $3.00
per visit co-payment
directly to the providing
agency.

Pre-authorization
required to exceed visit
limits listed in second
column.
Pre-authorization
required for home renal
dialysis equipment.

Payment for nursing and
aide services is based
on a per-visit fee
schedule. The rate per
visit is adjusted annually
based on the percentage
of change in the moving
average of DRI national
forecast tables for the
Home Health Agency
Market Basket.

Payment for supplies
and equipment is the
lower of the program's
fee schedule, actual
charge or Medicare
allowance.

Related Services: Physical therapy, occupational therapy and speech therapy services are non-mandated services, but are covered by Virginia.
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Dental Health Services: The basic elements of dental care necessary for good health are provided for eligible clients who are younger than 21 years
of age. These include restorations, emergency services and extractions for the relief of pain and elimination of infection, and preventative services and
treatment such as X-rays, cleaning and fluoride applications. High cost procedures, including complete dentures, partials and permanent bridgework,
are covered through prior authorization.

Date Services First Covered: 1973.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Services for adults
except for limited oral
surgery.

Bleaching of teeth.
Pulp vitality tests.
Occlusal adjustments.
Gingival curettage.
Cavity liners and
intermediate bases
under restorations.
Prescriptions,

biologicals and supplies.

Local anesthesia.

Services are generally
limited to recipients
under age 21.

Services include
emergency services for
relief of pain and
infection, preventive
treatment, routine
therapeutic services and
other diagnostic
services.

Limits based on dental
necessity and/or
utilization control such as
the following.

Once every 6 months:
Examinations,
prophylaxis, fluoride
treatment.

Once every 12 months:
Space maintainers,
Bitewing x-rays.

Once every 3 years:
Routine amalgam and
composite restorations.
Once every 5 years:
Dental prothetics.

One time limitation:
Extractions, orthodontics,
tooth guidance
appliances, and
endodontics.

None.

Oral surgery for all
recipients age 21 and
older.

Specialized dental
services to EPSDT
recipients.

High cost services such
as orthodontics,
endodontics, crowns and
dentures for clients
under age 21.

The lower of the
program's fee schedule,
actual charge.
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Laboratory and X-ray Services: Professional and technical laboratory and radiological services are covered when ordered by a physician or dentist.
The services may be provided in an office of a physician or dentist, certified independent laboratory, or in a laboratory of the Department of Health or

local health department.

Date Services First Covered: 1969.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Sensitivity studies when
a culture growth shows
no growth.

Urine cultures with
containment growth.
Syphilis testing.
Forensic tests.

Services must be
ordered by a physician or
dentist.

None.

Not required.

The lower of the
program's fee schedule,
actual charge or
Medicare allowance.

Family Planning Services: These services include consultation, examination, treatment, drugs, medically-approved methods and devices to prevent
conception, and voluntary sterilizations for women and are available to clients of child-bearing age. Most family planning services qualify for Federal
Financial Participation at 90 percent. However, FFP at the 90 percent rate is not available for hysterectomies and other procedures for medical
reasons, nor is it available for transportation to a family planning service.

Date Services First Covered: 1969.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Services or drugs to treat
or promote fertility.

Services must be
prescribed by a
physician.
Family Planning

None.

Not required.

Payment is made
according to type of
service rendered (i.e.,
prescribed drugs,
physician services, etc.)
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Early and Periodic Screening, Diagnosis and Treatment (EPSDT) Services: EPSDT screening services refer to those screening and diagnosis
services used to determine physical or mental problems in clients who are less than 21 years of age. Health care treatment and other measures are
provided to correct or improve any problems and chronic conditions discovered. Services include health and developmental history screening,
immunizations, nutritional status assessment, vision and hearing testing, dental services for children three years and older, and visual treatment
including eyeglasses. Local Departments of Social Services are required to inform eligible individuals of the EPSDT Program's availability, but
participation by recipients is voluntary.

As originally mandated by Congress in 1967, EPSDT was a preventative health care program for children. Each state was required to provide periodic
health screenings for children under the age of 21 who were eligible for Medicaid under any eligibility category. (Most of the eligible children were
AFDC recipients.) The screenings included an unclothed physical examination, a health history, vision and hearing assessments, age appropriate
immunizations, minimal laboratory tests and annual referral to a dentist starting at age 3. If a health problem was detected during the screening
examination, the physician was required to refer the child for treatment. However, Medicaid was not mandated to cover any treatment outside the
range of services already covered by Virginia's State Plan.

OBRA '89 significantly expanded both the eligibility for EPSDT and the services that were covered. OBRA '89 also added a few new services such as
lead testing and parent education, but the most significant change was that treatment for conditions found during a screen must now be provided by
Medicaid, whether or not this treatment is covered by the State Plan. For example, a child found to have scoliosis (curvature of the spine) on a
regular exam may need a special back brace. Braces are not normally covered by Medicaid but will be in this case because the child is eligible

through EPSDT.

Date Services First Covered: 1969.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Individuals who are 21
years old or older.

Children from birth to 21
years of age are entitled
to 20 periodic
examinations.

Services are provided in
excess of federal
requirements.

No co-payment for
services to children.

Prior authorization is
required for services not
covered under Virginia's
State Plan and for
services which require
pre-authorization as part
of the State Plan.

Screenings are paid on a
fee-for-service basis.
Payment for other
services is made
according to the type of
service rendered.
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Nurse Midwife Services: These services involve the management of the care of mothers and newborns throughout the maternity cycle, which is
defined as the period covering pregnancy, labor, birth and up to a maximum of six weeks postpartum. Nurse midwives are enrolled directly by
Medicaid, but Virginia's licensing laws require that they be supervised by a licensed physician.

Date Services First Covered: 1985.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Services are subject to
state licensure
requirements.

Not applicable.

No co-payment for
pregnancy-related
services.

Not required.

The lower of the
program's fee schedule,
actual charge or
Medicare allowance.

Rural Health Clinic Services: These are preventative, diagnostic, therapeutic, rehabilitative, or palliative items or services provided to clients on an
outpatient basis under the direction of a specifically trained primary care practitioner (typically called physician assistants and nurse practitioners) by
a facility that is not part of a hospital, but is specifically designated as a Rural Health Center in accordance with the Rural Health_Clinic Services Act
of 1977. The intent of this act is to increase the availability of primary and emergency care services in medically underserved rural communities.

Date Services First Covered: 1978.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Same exclusions as
Outpatient Hospital,
except services do not
necessarily have to be
provided under the
direction of a physician
or dentist.

Not applicable.

Categorically Needy and
Medically Needy
recipients pay a $1.00
per visit co-payment
directly to the Rural
Health Clinic.

Not required.

Payment is based on
retrospective cost
reimbursement
principles.
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Federally Qualified Health Center Services: These are preventative, diagnostic, therapeutic, rehabilitative, or palliative items or services provided
to clients on an outpatient basis under the direction of a specifically trained primary care practitioner (typically called physician assistants and nurse
practitioners) by a facility that is not part of a hospital, but is specifically designated as a Federally Qualified Health Center in accordance with the
Public Health Services Act. FQHCs are more commonly known as community health centers, migrant health centers, and health care for the

homeless programs.

Date Services First Covered: April 1, 1990.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Same exclusions as
Outpatient Hospital,
except services do not
necessarily have to be
provided under the
direction of a physician
or dentist.

Not applicable.

Categorically Needy and
Medically Needy
recipients pay a $1.00
per visit co-payment
directly to the Federally
Qualified Health Center.

Not required.

Payment is based on
retrospective cost
reimbursement
principles.

Payment of Medicare Premiums: Medicaid pays the Part A (hospital insurance) and Part B (voluntary supplementary medical insurance) Medicare
Premiums, deductibles and co-payments for certain categories of individuals eligible for both Medicaid and Medicare. These categories and the
various payments that are made on their behalf are set forth in more detail in the report entitled “Medicare/Medicaid Dual Eligibles” contained in

Section 12 of this publication.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Individuals who do not
qualify for Medicare
coverage.

Part A coverage limited to
QMBs and QDWiIs.

Part B coverage provided
to QMBs, non-QMBs
(medically needy indivi-
duals who have to spend
down to qualify for Medi-
caid), SLMBs, Ql1s, and
QI2s (partial payment).
Individuals must enroll
for Part A coverage
during an annual open
enroll-ment period
(January 1 - March 31), or
during the initial
enrollment period.

Premiums are
determined by CMS for a
12-month period and
become effective on
January 1 each year.
Rates are published in
the Federal Register.
DMAS exchanges
computer tapes with
CMS on a monthly basis
to identify Medicare-
covered Medicaid-eligible
individuals.
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Mental Retardation Services in General: These services are provided to persons with mental retardation. Such individuals require special care
and services to achieve their potential. Persons with mental retardation have significant sub-average intellectual functioning accompanied by

deficiencies in skills such as self-care and independent living.

Most persons with mental retardation are able to live in community-based homes with their families or other persons who can offer assistance. These
persons can generally participate in daytime activities, including programs that offer training ranging from self-help habilitation programs to supported
employment programs. However, some persons require more intensive services, and some of these most severely impaired persons are served in
large Medicaid-certified residential institutions known as intermediate care facilities for the mentally retarded (ICFs/MR). These facilities provide 24-
hour care and range in size from private facilities of 15 beds or fewer to very large state-operated institutions of over 1,000 beds.

Intermediate Care Facility - Mental Retardation Services: These services are provided by a facility or distinct part of another facility in which the
primary purpose is to provide health or rehabilitative services for mentally retarded persons, or persons with related conditions, and which is certified
by the Department of Health as meeting the federal certification regulations for an ICF/MR. These facilities must address the total needs of the
resident, including physical, intellectual, social, emotional and habilitation needs, and provide active treatment. "Active treatment" consists of an
aggressive, structured, individualized, and professionally supervised program based on measurable goals to help the resident function at the highest

level possible.

Date Services First Covered: 1972.

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Medically Needy
recipients are not
covered.

Limited to medically
necessary care and
services.

Not applicable.

Applicants are reviewed
and must meet ICF/MR
criteria as defined in the
Virginia State Plan for
Medical Assistance in
order to receive
Medicaid-funded ICF/MR
services.

Mental retardation
facilities are reimbursed
their allowable Medicaid
costs based on a
retrospective
reimbursement method.
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Mental Hospital Services for the Aged (65 Years and Older): These services are provided in an "institution for mental disease (IMD)" which is
defined as "a hospital, nursing facility, or other institution of more than 16 beds, that is primarily engaged in providing diagnosis, treatment or care of
persons with mental diseases, including medical attention, nursing care, and related services." Under federal regulations, Medicaid covers these
services for individuals who are 65 years of age or older. Medicaid regulations indicate that the classification of an institution as an IMD, rather than
as an ordinary provider, "is determined by its overall character as that of a facility established and maintained primarily for the care and treatment of
individuals with mental diseases, whether or not it is licensed as such." The determination of a facility's "overall character" has been a source of

controversy between the federal government and the states.

Date Services First Covered: 1972.

Inpatient Psychiatric Hospital Services for Individuals Under 21 Years of Age: A psychiatric hospital must meet Medicare conditions of
participation. Prior to 1984, this meant that it had to be specifically certified as a psychiatric facility by the Joint Commission on Accreditation of
Hospitals. This requirement was deleted from Medicare law by the Deficit Reduction Act of 1984 (P.L. 98-369), but has been retained in Medicaid
regulations. Beneficiaries receiving inpatient psychiatric hospital services must be undergoing active treatment, in accordance with an individual plan
of care, intended to "improve the recipient's condition or prevent further regression so that the services will no longer be needed." Under federal
Medicaid regulations, these services may be covered only for beneficiaries age 21 and under; however, beneficiaries who are under 21 at the time
they enter such a facility may continue receiving care until they reach 22. Payment is limited to the cost of care billed by the psychiatric hospital.

No other services are covered.

Date Services First Covered:
effective in 1989.

Inpatient psychiatric services for beneficiaries age 21 and under covered through EPSDT requirements which became

Exclusions From Coverage

Limits On Coverage

Co-Payments Required

Required Pre-Authorization

Reimbursement Method

Medically Needy
recipients are not
covered.

Persons between 21 and
65 years of age are not
provided services (see
note below).

Limited to medically
necessary care and
services.

Not applicable.

EPSDT Screening must
be performed by provider.
Community Services
Board (CSB) must
provide a certificate of
need for inpatient
services.

Admission and
continued length of stay
must be approved by
DMAS.

Facilities are reimbursed
their allowable Medicaid
costs based on a
retrospective
reimbursement method.

Note: The effect of the rules for the two types of institutional mental health providers is to exclude Medicaid coverage of services in mental institutions for
persons between 21 and 65 years old. Beneficiaries between age 21 and 65 may receive services for mental illness in general hospitals and nursing
facilities, but only if those facilities are not IMDs.
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Services for Persons with Mental lliness: Medicaid is an important source of funding for the treatment of mental iliness, including long-term
serious mental illness and short-term acute problems. Medicaid provides outpatient services, in-patient services and community-based mental health
rehabilitative services to individuals who meet the specified criteria for each service.

The following is a summary of the mental health and mental retardation services covered by Virginia Medicaid as of July 1, 1998.

Type of Service

Specific Services Covered

Population Covered

Limitations

Outpatient
Services

Psychiatric Services

All Medicaid eligibles

Service limited to an initial availability of 5 sessions of
medical psychotherapy, with one possible extension of 5
sessions during the first year of treatment and an
additional 5 sessions per year available upon authorization
by DMAS.

Psychological Testing

All Medicaid eligibles

Covered when it is related to an apparent or diagnosed
psychiatric illness and is part of the physician's plan for the
diagnosis and treatment of a mental illness or disease.
Testing is allowed once per year unless initial diagnosis is
inaccurate or highly suspected to have changed.

Inpatient
Services

Inpatient Service Through
EPSDT

Medicaid eligibles under age 21

Individuals under age 21 who have been identified by a
physician as having a condition of mental illness which
can be ameliorated or corrected through inpatient
psychiatric services.

Short-Term Inpatient Services

All Medicaid eligibles

Covered in general hospitals when certified by the
hospitals' utilization review committees and prior
authorization by DMAS.

Long-Term Services

Medicaid eligibles age 65 and
over

Covered for individuals 65 years of age or over and only in
facilities for mental diseases that have been certified by the
state agency.

Community
Mental Health
Rehabilitative Services

Intensive In-Home Services for
Children and Adolescents

Medicaid-eligible children and
adolescents

One hour of service. A maximum of 26 weeks of intensive
in-home service may be offered per year.

Therapeutic Day Treatment for
Children and Adolescents

Medicaid-eligible children and
adolescents

A maximum of 780 units of Therapeutic Day Treatment
services may be offered per year. One unit of service is
defined as a minimum of two but less than three hours in a
given day. Two units are defined as at least three but less
than five hours. Three units is defined as five or more
hours on a given day.
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Type of Service

Specific Services Covered

Population Covered

Limitations

Community Mental
Health Rehabilitative
Services (continued)

Day Treatment/Partial
Hospitalization

Medicaid-eligible adults

A maximum of 780 units of Day Treatment/Partial
Hospitalization may be offered per year. One unit of service
is defined as a minimum of two but less than four hours in
agiven day. Two units are defined as at least four but less
than seven hours. Three units are defined as seven or
more hours on a given day.

Psychosocial Rehabilitation

All Medicaid eligible adults (See
Chapter 4 of Provider's Manual)

A maximum of 936 units of service may be offered per year.
One unit of service is a minimum of two hours but less
than four hours on a given day. Two units of service are at
least four hours but less than seven hours. Three units of
service are seven or more hours on a given day.

Crisis Intervention

All Medicaid eligibles

One unit of service is 15 minutes of Crisis Intervention. A
maximum of 720 units of Crisis Intervention can be
provided annually.

Case Management

Medicaid-eligible children with
serious emotional disturbance
(SED),

Youth at risk of serious
emotional disturbance, and
Individuals with serious mental
illness (SMI).

The unit for case management is a month. To bill for case
management, a contact must be made. Reimbursement
is provided only for "active" case management consumers.
There is no maximum service limit for case management
services except for services provided to individuals
residing in institutions or medical facilities. (See Chapter 4
of Provider’'s Manual) Case management may not be billed
for the same individual by any more than one type of case
management provider.

Intensive Community Treatment

Medicaid eligible adults with
serious mental illnesses (SMI)

An hour is one unit of service. There is a limit of 130 units
annually.

Crisis Stabilization

All Medicaid eligibles

An hour is one unit of service. There is a limit of eight (8)
hours per day for up to 15 consecutive days in each
episode, up to 60 days annually.

Mental Health Supports

All Medicaid eligibles

One unit is atleast one hour but less than 3 hours. Two
units is at least 3 but less than 5 hours. Three units is at
least 5 but less than 7 hours. Four units is 7 hours or
more. There is a limit of 31 units per month.

Substance Abuse Residential
Treatment for Pregnant Women

Medicaid eligible pregnant and
post-partum women

Billing unitis 1 day. There is a limit of 330 days of
continuous